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RECENT CASES 

Bills and Notes — Good Faith — Notice of Defects. — Paika v. Perry 
(1917) 114 N. E. (Mass.) 830. — M. made a contract with the plaintiffs 
to remodel the latter's house. The plaintiffs, who were illiterate, were 
induced by the fraud of M. to sign a note and mortgage, believing these 
instruments comprised the building contract M. negotiated the note and 
mortgage, and it passed into the hands of the defendant, who knew that 
the mortgage was not to be given until the work on the building had 
been performed, and, further, that the mortgage had been given before 
any work had been done by M. He also knew that no work had been 
done for over two months after the mortgage was given, and that the 
plaintiffs were illiterate. Held, that the defendant's action in taking the 
note and mortgage amounted to bad faith, so that he took with notice 
within Rev. Laws of Mass. (1902) chap. 73. 

To constitute notice of an infirmity in the instrument, or defect in 
the title of the person negotiating the same, the person to whom it is 
negotiated must have had actual knowledge of the infirmity or defect, 
or knowledge of such facts that his action in taking the instrument 
amounted to bad faith. Rev. Law of Mass. (1902) chap. 73; Mass. 
Nat'l. Bank v. Snow (1905) 187 Mass. 159; Lancaster Bank v. Carber 
(1896) 178 Pa. St. 91 ; New York Mine v. Citizens' Bank (1880) 44 Mich. 
344. The court held that the defendant might take with notice within 
this rule without knowing the exact fraud practiced on the plaintiff, 
citing the following cases: Hager v. Nat'l Bank (1898) 105 Ga. 116; 
Henry v. Sneed (1899) 99 Mo. 407. Mere knowledge that a note was 
given in consideration of the executory contract of the payee which has 
not been performed will not deprive the indorsee of the character of a 
bona fide holder. McKnight v. Parsons (1907) 136 la. 390; Rublee v. 
Davis (1892) 33 Neb. 783; Houston v. Keith (1911) 100 Miss. 83. 
Although the notes were procured by fraud, and given before the con- 
tract was performed, the defendant would have been a bona fide holder 
in the principal case if he had not been guilty of bad faith. New Eng- 
land Trust Co. v. New York Belting Co. (1896) 166 Mass. 42; Burnes v. 
Fertilizer Co. (1914) 218 Mass. 300. This fact is brought out by the 
actual decision of the case. The facts would clearly seem to justify the 
court in holding that the defendant was guilty of bad faith. 

J. I. S. 

Constitutional Law — Impairing Obligation of Contract — State 
Court's Construction of Contract not Followed. — Detroit United 
Railway v. Michigan (1916) 37 Sup. Ct. Rep. 87.— By an ordinance of 
Jan. 3, 1889, the city of Detroit required the A Ry. Co. to stipulate that 
it would sell eight tickets for twenty-five cents, to be good over the entire 
route within the city limits. The township of Greenfield, in 1897, granted 
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to the B Ry. Co. a franchise to run a railway, but made no such pro- 
vision for the sale of tickets. In 1900 the defendant company was incor- 
porated with power to purchase and acquire other railways, and to use 
and enjoy the rights of such companies upon the same terms as they 
themselves had. The defendant company purchased the franchises and 
property of the A and B companies. Thereafter, in 1907, the legislature 
of Michigan annexed part of the township of Greenfield to Detroit, and 
provided that all the state and city ordinances applicable to Detroit should 
apply to the annexed territory. The Supreme Court of Michigan, in 
issuing a mandamus to compel the defendant to observe the provisions of 
the ordinance of 1889, construed the contract of the defendant company 
with the city to mean that the company was to sell eight tickets for 
twenty-five cents within the city limits as the limits should be extended. 
Held, that the state court's construction of the contract would not be 
accepted by the Supreme Court, and that the act of 1907 impaired the 
obligation of the contract. Brandeis and Clark, JJ., dissenting. 

The Supreme Court as a general rule will accept the construction placed 
by the highest court of the state upon the state constitution and statutes, 
and upon contracts alleged to be affected by them; but this rule will not 
be applied when the question. before the court is whether there has been 
an impairment of the obligation of a contract Delmas v. Insurance Com- 
pany (1871) 14 Wall. (U. S.) 661; Jefferson Bank v. Skelly (1861) 1 
Black (U. S.) 436. It will not interfere with a judicial decision on a 
construction of the terms of a contract, unless there is a statute involved. 
Bacon v. Texas (1895) 163 U. S. 207. The impairment clause of the 
constitution is concerned only with legislative acts. New Orleans Gas 
Co. v. Louisiana Light Co. (1885) 115 U. S. 650. Where a state court 
enforces a subsequent statute, its construction of the contract will not 
be accepted by the Supreme Court even though the act is not specifically 
mentioned in the decision of the state court Carondelet Canal and 
Navigation Company v. State of Louisiana (1913) 233 U. S. 362. To 
accept the construction of the state court in the principal case is to allow 
any state court, by putting a strained construction upon a contract, to 
deprive the Supreme Court of its jurisdiction. The court in refusing to 
accept the construction of the state court seems to be altogether correct, 
and the decision is in accord with the settled policy of the Supreme Court 
to decide for itself what the terms of the contract are when the question 
of the impairment of the obligation of a contract is involved. 

F. L. McC. 

Criminal Law — Accused as Witness — Comment on Omissions in 
Testimony. — Caminetti v. United States (1917) 37 Sup. Ct. Rep. 192. — 
In the Diggs case, the defendant voluntarily took the stand in his own 
behalf, but failed to explain incriminating circumstances and events 
already in evidence in which he had participated, and concerning which 
he was fully informed. Held, that such failure justified comment by the 
court, and could be considered by the jury with all the other circum- 
stances in reaching a verdict. 



